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TELECOMMUNICATIONS ACT OF 1996
INTERCONNECTION PRICING STANDARDS

Type of Competition Facilities/Elements Statutory
Required Reference Pricing Standard
1. Full Facilities Based |- Transport & Termination | Section 252(d)(2) { Mutual and reciprocal
recovery of costs based on
the additional costs of call
termination.

- Interconnection Section 252(d)(1) | See Item 2 below.

2. Partial Facilities Based |- Unbundled Network Section 252(d)(1) | Based on cost (determined
Elements without reference to rate
of return or other rate-

- Interconnection Section 252(d)(1) | based proceeding), and
may include a reasonable
profit.

- Transport & Termination | Section 252(d)(2) | See Item 1 above.

3. Resale - Full Services Section 252(d)(3) | Retail rates, excluding any

marketing, billing,
collection, and other costs
that will be avoided by
the LEC.




Time Warner Communications Holdings, Inc.
CC Docket No. 96-98

Initial Comments

May 16, 1996

ATTACHMENT 3



OVERHEADS, PROFITS
& SUBSIDIES

Call Completion

Network Elements

Resale

Bottlenecks

TIME WARNER COMMUNICATIONS

P> Alternatives Available



Time Warner Communications Holdings, Inc.
CC Docket No. 96-98

Initial Comments

May 16, 1996

ATTACHMENT 4



COMPARISON OF OPERATING MARGINS
FACILITIES-BASED VS. RESALE COMPETITION

Facilities-Based

Resale (40% Discount)

Resale (25% Discount)

Resale (10% Discount)

Residential Business Residential Business Residential Business Residential Business
Revenues:
Local Basic Exchange Rate' $13.80 $23.00 $13.80 $23.00 $13.80 $23.00 $13.80 $23.00
Subscriber Line Charge 3.50 5.00 3.50 5.00 3.50 5.00 3.50 5.00
Total Revenue $17.30 $28.00 $17.30 $28.00 $17.30 $28.00 $17.30 $28.00
Operating Expenses:2
Interconnection Expense3 1.78 1.78 0.00 0.00 0.00 0.00 0.00 0.00
Reciprocal Compensation* 2.50 5.00 0.00 0.00 0.00 0.00 0.00 0.00
Number Portability5 5.19 10.94 0.00 0.00 0.00 0.00 0.00 0.00
Network Maintenance 2.60 2.60 0.00 0.00 0.00 0.00 0.00 0.00
Additional Pole/Conduit 2.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Property Tax/Right of Way Fees 3.06 244 0.00 0.00 0.00 0.00 0.00 0.00
Wholesaie Rate 0.00 0.00 8.28 13.80 10.35 17.25 12.42 20.70
Subscriber Line Charge 0.00 0.00 3.50 5.00 3.50 5.00 3.50 5.00
Total Operating Expense $17.13 $22.76 $11.78 $18.80 $13.85 $22.25 $15.92 $25.70
Operating Margin $0.17 $524 $5.52 $9.20 $3.45 $5.75 $138 $2.30
Non-Recurring Capital Cost’ $7.9 $4.29 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Other Non-Recurring Costs® $4.17 $4.17 $0.00 $0.00 $0.00 $0.00 $ 0.00 $ 0.00
Operating Margin, After Fixed ($11.91) ($3.22) $552 $9.20 $345 $5.75 $1.38 $230

Costs

' Average Monthly Residential and Business Flat Rates
? Excludes Retail Expenses, e.g. Billing, Marketing, Customer Service, Uncollectibles
? Includes Access to Operator Services, Directory Listings, and Collocation Expenses
* Reflects difference in rate for termination at access tandem vs. end office.

* Includes Rates (Non-Recurring Charge Amortized over 3 Years) plus Lost Access Charge Revenue

® Allocated over Ten Years
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